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ACTION STR PASS ELECTRICALLY 
STR PASS CODEL 

E.O. 11652N/A 
TAGS: MTN, ETRD 

SUBJECT: TARIFE BILATERAL WITH CANADA RE CHEMICALS, LEATHER 
AND RUBBER 

1 . USMTN DEL (HAMERSCHLAG ET AL) MET WITH CANADIAN DEL 
(DENIS ET AL) ON MAY 24-25 TO DISCUSS IMPROVEMENTS ON 

EACH OTHERS' CHEMICAL, RUBBER AND LEATHER PRODUCTS DEFERS. 
EMPHASIS FOCUSED ON CHEMICAL SECTOR WHERE U S. DEL STRONGLY 
CONDEMNED PAUCITY OF CANADIAN OFFER. U.S. DEL ALSO RAISED 
ISSUE OF CANADIAN REQUIREMENT THAT IMPORTS OF AGRICULTURAL 
TRACTOR TIRES BE CERTIFIED AS USED ON THE FARM TO QUALIFY 
FOR DUTY FREE TREATMENT. 
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2. U.S. DEL REITERATED PREVIOUS CRITICISM OF CANADIAN 
TARIFF OFFER ON CHEMICALS (GENEVA 5928) AND STRESSED THAT 

A SUBSTANTIAL IMPROVEMENT IN THE CANADIAN OFEER WAS ESSEN- 
TIAL IF CANADA WAS INTERESTED IN THE MAINTENANCE OF THE 
U.S. DEFER WHICH MET VIRTUALLY ALL OF CANADA'S REQUESTS 
IN THIS SECTOR. U.S. CHARACTERIZED CURRENT CANADIAN CHEMI- 
CAL OFEER AS OF LITTLE VALUE AND SUGGESTED IMPROVEMENT 
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IN NEARLY ALL MAJOR ITEMS, PARTICULARLY IN THE PLASTICS 
GROUP. ON APPLIED RATES, U.S. ASKED EOR BINDINGS OE 
APPLIED FREE RATES OR WHERE DUTIES WERE STILL APPLIED, 
REDUCTIONS WHICH WOULD BE AT LEAST EQUIVALENT TO A FORMULA 
CUT FROM THE APPLIED RATE. 

3. AFTER GENERAL PRESENTATION, U.S. DEL PROCEEDED WITH DE- 
TAILED REQUESTS EOR IMPROVEMENTS INANADIAN CHEMICAL OF- 
FER. DISCUSSION BEGAN WITH FIRST ITEM IN CANADIAN CHEMICAL 
OFEER - EATTY ACID (CANADIAN TARIFE NUMBER 915 10) WHERE 

A FORMULA CUT WAS REQUESTED AND CONTINUED THROUGH ENTIRE 
CHEMICAL SECTOR. 

4. ON ORGANIC CHEMICALS, REQUESTS FOR IMPROVEMENTS WERE 
MADE ON SUCH MAJOR TRADE ITEMS AS POLY ACIDS AND DERIVA- 
TIVES (FORMULA CUT), DIMETHYL TEREPHTHALATE (FREE), VITA- 
MINS AND HORMONES (6 PERCENT), ANTIBIOTICS (6 PERCENT OR 
FREE) AND PENICILLIN (FREE). FORMULA CUT REQUESTS GENERAL- 
LY MADE OF MAJOR DYE AND COLOR TARIFFS. THERE WAS DISCUS- 
SION OF U.S. REQUEST THAT DUTY ON PUTTY AND OTHER SEALING 
COMPOUNDS (93212) BE REDUCED TO 3.5 PERCENT. U.S. DEL 
INDICATED U.S. OFFER ON COMPARABLE ITEM WOULD BRING U.S. 

DUTY TO 3 .7 PERCENT. 

5. THE BULK OE U.S. REQUESTS CENTERED ON PLASTICS ITEMS 
WHERE CANADIAN OFFER WAS ALMOST ENTIRELY FOR LESS THAN 
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FORMULA REDUCTIONS. U.S. PLACED SPECIAL EMPHASIS ON 
REDUCTIONS IN THIS AREA. ON THE MAJOR BASKET ITEM 
(93907-1) 7 PERCENT WAS CITED AS MORE APPROPRIATE THAN 
THE 12.5 PERCENT OFFER. WHERE APPLIED RATE WAS FREE U.S. 

DEL RECOMMENDED BINDING. FOR OTHER MAJOR ITEMS A RATE 
OF 6 TO 8 PERCENT WAS GENERALLY RECOMMENDED. 

6. U.S. REQUEST EOR IMPROVEMENT TO 6 PERCENT ON METHYL 
ALCOHOL (92904 05) PROMPTED CANADIAN QUESTION CONCERNING 
OFEER ON COMPARABLE U.S. PRODUCT - TSUS 427.97, WHERE 

U.S. OEFERED FORMULA CUT TO 14.9 PERCENT. CANADIANS NOTED 
1976 AVE OF 37.3 PERCENT UNUSUALLY HIGH IN HISTORICAL 
TERMS AND INQUIRED AS TO WHETHER THE OEFER WAS FOR 60 
PERCENT OR ONLY FORMULA. CANADIANS REQUESTED THAT THE 
FULL 60 PERCENT REDUCTION BE APPLIED WHATEVER THE AVE. 

7. AT CONTINUED SESSION ON MAY 26, CANADIANS REQUESTED 
FULL AUTHORITY CUTS, INCLUDING TO ZERO, ON CHEMICAL 
ITEMS WHERE U.S. OFFERED FORMULA CUT: 422.94, 425.99, 

426.00, 426.18, 427.88, 427.97, 428.30, 428.84, 428.86, 

445.05, 445.30, 445.4520, 466.25, 472.10, 473.12, 473.18, 

473.19, 473.20, 473.30, 473.70. U.S. RESPONDED THAT 
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SEVERAL OF ABOVE WERE ITEMS OE CONCERN TO U.S. CHEMICAL 
INDUSTRY AND PERHAPS THE CANADIANS WOULD DO WELL TO MATCH 
U.S. OEFER AS INCENTIVE EOR MAINTENANCE OE EXISTING U.S. 

OFEER. EXISTING U.S. 

8. BEFORE TURNING TO LEATHER AND RUBBER PRODUCTS, U.S. DEL 
INDICATED REQUESTS ON MISCELLANEOUS ITEMS NOT PREVIOUSLY 
COVERED: CARPETS, CERTAIN HATS, GOLD JEWELRY AND PHONO- 
GRAPH RECORDS. U.S. REQUESTED THAT CERTAIN LEATHERS 
(BELTING, PATENT, SOLE, COWHIDE, ETC.) BE REDUCED FROM 
FORMULA TO GREATER THAN FORMULA CUTS AND ALSO THAT VARIOUS 
LEATHER PRODUCTS, PARTICULARLY THE BASKET ITEM 61300, BE 
REDUCED SUBSTANTIALLY. THE CANADIANS HAD NO REQUESTS OF 
THE U.S. ON LEATHER PRODUCTS. 
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9. THE DISCUSSION ON RUBBER PRODUCTS EOCUSED AGAIN ON THE 
QUESTION OF TRACTOR TIRES EOR FARM PURPOSES ONLY. U.S. DEL 
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STRONGLY OBJECTED TO THE PRESENT SYSTEM OE REQUIRING 
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PRIOR CERTIFICATION OF FARM USE AND CALLED IT A SERIOUS 
OBSTACLE TO U.S. EXPORTS. CANADIANS SUGGESTED THAT PER- 
HAPS THE PROCEDURE COULD BE IMPROVED ADMINISTRATIVELY 
BUT THAT THEY LINKED THIS QUESTION WITH U.S. CUSTOMS PRAC-0 
TICE OF CLASSIFYING PRODUCTS AS AGRICULTURAL ONLY IF THEIR 
CHIEF USE IS ON THE FARM. U.S. SUGGESTION THAT CANADIAN 
DUTY ON TIRES AND TUBES, NES (6I8I5) BE CUT TO 5 PERCENT 
OBVIOUSLY SURPRISED THE CANADIAN DEL WHO QUESTIONED THE VA-0 
LUE OF A TARIFF REDUCTION IN LIGHT OF U.S. COMPANY PRO- 
DUCTION INTERESTS IN CANADA. 

10. MEETING CLOSED WITH CANADIAN REQUESTS FOR U.S. FULL 
AUTHORITY CUTS, INCLUDING TO ZERO, ON THE FOLLOWING ITEMS: 

TSUS 771.30, 771.4212, 772.65 AND 772.85. CANADIANS 
QUESTIONED U.S. OFFER ON 771.4212 WHERE CURRENT DUTY OF 6 
PERCENT WOULD BE REDUCED TO 4 PERCENT, SINCE THIS WAS AN 
UNUSUAL PERCENTAGE CUT. U.S. DEL PROMISED TO INQUIRE. 
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